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COMPTROLLER GENERAL OF THE UNITED STATES
WASHINGTON, D.C. 20548

B-11539§7/.33 May 25, 1979
N

The Honorable James T. McIntyre, Jr.

Director, Office of Management .
and Buc,lget A&&000&7

‘ . 0
Dear Mr. McIntyre: ’560/50

N AAD

We have received a copy of ycur letter to the Chairmen S
of the House Committee on Government Operations and the Senate
Committee on Governmental Affairs concerning our recent report
(P 9-20) entltled "Fedéral Budget Outlay Estimates: A
rowing Problem. AS=y0Ou pointed outiy—there-were—certdin
0rt. We have corrected these and issued the
enclosed errata sheet to the recipients of the report.

It is unfortunate that these errors were not found and
corrected prior to our issuance of the report. This reflected
the necessity to issue the report within a tight timeframe and
a resulting inability to use all of the quality control proce-
dures we would normally have employed.

After reviewing the corrected data, however, we are
convinced that the errors do not affect the validity of the
overall report, nor the conclusions and recommendations
contained in it. For example, your letter places great
emphasis on our use of the word '"misestimate'" to describe the
variance between actual and estimated outlays. We fully agree
that this was an error, and have corrected it in the errata
sheet. At the same time, I must point out that the word
"misestimate' was used in this context only once in the entire
report, on the last page of appendix II. At that point, this
usage is clearly, and I believe recognizably, inconsistent
with one of the basic messages of the report--that there are
many causes of variances in the budget estimates. In the digest,
for example, we say:

/

"The estlmatlng process 1is not an exact science;
rather it is flexible and changing. It can be
influenced by a number of variables. Many of
ese varlables are uncontrollable, such as the
} effeg} of congressional action, and others are
controdlable, such as historic upward bias (the

past tendency to overestimate).
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On page 3 we go on to state:

"We recognize that the budget estimating process is
not an exact science; estimates are predictions of
the future and cannot be expected to equal actuals.
Legitimate variances are part of the process and
often result from congressional action and/or
.unpredictable events such as weather."

Nevertheless, we are particularly concerned about the
past tendency to overestimate and thus emphasized the need
to minimize systematic bias in the estimates due to control-
lable factors. Our recommendations are directed at the needed
procedures, some of which you indicate that you are using. Of
particular importance is the need for a comprehensive analysis
and reporting of the variances each year to identify the major
factors that account for the net differences, such as policy
changes, congressional changes in funding levels, changes in
economic conditions (difference from that assumed), program
operational factors, estimating factors, etc.

We believe that such an analysis, if provided on a regular
basis, would serve two very useful purposes. First, it would
facilitate the detection and correction of whatever systematic
bias exists. Second, it would aid the users of budget data in
understanding the level of confidence which can reasonably be
expected. :

Your letter comments that our report ''makes recommendations
that, if adopted, would do nothing to improve our ability to
estimate outlays.'" In the enclosure to your letter--responding
to five of the nine recommendations--it is stated that to vary-
ing degrees, OMB is already taking the recommended action in
some form or to some extent. Our reasons for recommending more
comprehensive analyses and reporting on variances are set forth
above. Two of our other recommendations related to changing
the presentation of offsetting collections and offsetting
receipts from the public and to the treatment of off-budget
agencies. These recommendations are not directed toward improved
estimating ability but rather, to the elimination of undesirable
distortions and complexity in the budget presentation.

In order that our recommendations and your responsge can be
put in perspective, we are sending copies of this letter to the
Chairmen of the House Committee on Government Operations and




the Senate Committee on Governmental Affairs, to /fSﬁVQQSd/

_Chairman Norman Y. Mineta of the House Budget Committee's
Budget Process Task Force, and to the Chairmen of the House
and Senate Appropriations Committees. A@Zféékgab
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Sincerely yours,

Lur s r
Comptroller General
of the United States
Enclosure
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ERRATA

To the recipients of the Comptroller General's report to the Budget
Process Task Force, House Budget Committee,. entitled "Federal Budget

Outlay Estimates:

A Growing Problem,'" PAD-79-20, February 9, 1979.

Attached is a revised appendix II to replace pages 48-50. Revised
appendix II totals require the following changes in the report:

page i, line
line
line

~ W

[Xa}

page 3, line 2
line 3

line 7

line 8

line 9

0

page 19,1line 13
line 14

In addition,

line 5 on page 30.

17 to 29 and $ 7 to $ 8
- $37 to $27
$44 to $35

17 to 29

$ 7 to $ 8

$37 to $27 and $11 to $10.4
$26 to $16.4

$43.5 to 835

$21.2 to $12.3

$2.9 to $2.5
$6.5 to $6.1

the following deletion should be made starting at

The-f4iseal-year-1080-budget-contains—these-reeceoneiliations-for-the-firss

times

Bue—to--the-unavattabittty-ef-the-1980-budget-urntit-tate—Fanunary-1979,

we-were-unabte-to-analyze—these-reeoneiliations+—-We-did-nete-that-moest—
ef-this—effort-was—direeted-toward-the-aggrepate-igsuer




APPENDIX II

ACCURACY QF ESTIMATING OUTLAYS
rYIETY ACCOUNTS WITH THE LANGEST FISCAL YEAR 977 _QUTLAYS (note a)

tiscal year 1977

APPENDIX II

Fiscal yeac 1974

Budget year  Curcent year

AGINCY
estimate estimate

Accuunt hame

Budyet year
estimate

CUrrent year
estimate

Accuunt Number Actual minus actual minus actual Actual minus actual ainus actual
DEPARTMENT UF HEALTH, EDUCATLIUN, AND WELFARE il (000,000 omitted)~mmmom-osceammenaeaee oo
fFederal Uld-Aje and Sacvivors Insurdnce Trust Fued
09-60-8006~0~7-601 $73,479 $ -674 § -246 $81,205 $=1,617 $ 480
Less {ntectund Trammavtion 614 0 0 61 0 0
Adjusted balance 72,805 =674 ~246 80,592 -1,817 46u
DEPARTMENT OF T UNiaSURY
Interest on the Fublic bent
15-60-U550-0-1-901 41,900 3. 100 1Q0 46,095 -4,09% ~95
OEPARTMENT UF MLALTH, EDUUATIUN, AND WLLEANE
Public Assistance
09-50-058L-0-1-999 u- 14,777 =972 48y 20,187 714 -3
DEPARTMENT UF HEALTH, EDUCATION, alD JELFARE
Federal Huspital Insurance Jrust Fund .
UY-bU-BUUS~U=T-551 15,207 -1,926 133 17,862 ~1,413 18
Less Intecfund Transaction 944 -ia7 g 6y ~-li4 g
Adjusted Balance id, 261 -1,749 13 17,002 -1,279 14
DEPARTMENT OF LABOR
Unemployment Trust Fund
12-05-8042-0-7-999 14,401 2,397 1,297 11,169 2,131 631
Less Interfund Transaction 3,442 1,us8 409 1,045 755 -445
Adjusted balance 10,661 1,439 sug 10,124 1,37 1,076
DEPARTMENT OF HEALTH, EDUCATIUN, AND wrLPAKE
Federal bLisavility Insurance '‘rust Fund
09-60-8U07-0-~7-601 11,590 -374 -155 12,655 13t 4u9
Less Interfund Transaction ivl ] G [ ¥'3) 0 0
Adjusted Balance i1,487 -174 -155 12,927 131 U9
CIVIL SERVICE COMMISSION
Civil Seevice Retirement and Disauility Fund .
30-28-8135-0~7-002 9,564 46u v 10,998 270 -1z
Less Interfund Transaction 11{95 146 ~11 7,434 -513 -37
Adjusted valance 2268 bUb 257 3,474 783 a5
DEPARTMENT OF UDEFENSE
Uperation and Maintenancy, Nuvy .
07-10-1804-0-1-051 y,021 -i50 -3 10,320 96 1Lz
VETEAANS ADMINISTRATION
Compensation and Pensiuns
25-00-0202-0-1-701 9,000 -913 -i7 9,57) 541 -
DEPARTMENT OF UEFENSE
Military Personnel, Army
07-05-2010-0-1-051 8,696 -is2 i85 9,198 -481 -173
DEPARTMENT UF DEFULNSE
Retired Pay, Uefense
U7-97-0030-u-1-0u1 4,216 172 tg 9,171 -13% 40
FUNDS APPRUPRIATED TOQ THE PRESIDENT
hdvances, Fureign Military Sales
04-09~8242-0-7-155 8,210 -1,210 125 8,104 696 396
DUPARTMENT UF DEFENSE
Operation and Maintenance, Air Forge
07~-10-3400-0-1-051 8,034 =34 231 8,241 - 34 38
DEFARTMENT UF DEFENSE
Operation and Maintenance, Army
07-10-2020-0-1-051 7.5%0 298 1yl B,476 =280 212
CIVIL SERVICL CUMMISSION
pPayment to Civil Service Retirement
and Disability tund
30-28-u200-0-1-80S 7,298 -146 -1l 7.434 -513 -37
VEPARTMENT UF DEFENSE
Military Personnel, Air Force
Q7-U5-3500-0-1-051 7,269 -209 27 7,526 -34% -9
DEPARTMENT UF THE TREASURY
State and Local Guvernment Fiscal
Assistance Trust Fund
15=70-8112-9-7-451 6,760 -211 16 6,822 -9 4
Less lInterfund Traansaction 6,655 -113 0 6,855 0 Pl
Adjusted balance lus -98 16 ~32 -9 4
DEPARTHMENT OF HEALTH, EDUCATION, AND WELFARE
Payments to Social Security Trust Funds
09-60-0404-0-1-999 b/ 6,714 -143 ] 7,984 -166 [
DEPARTMENT OF THE TREASURY
Payments to Stare and Local Government
Fiscal Assistance Trust Fund
16-70-2111-0-1-851 6,655 -113 [ 6,855 ¢ 0

a/Excludes Department of Energy accounts.

p/Adjusted for comparability because account structure varied between
years.

48




© "APDTUDIX II

ACCURACY OF ESTIMATING OUTLAYS

FIFTY ACCOUNTS WITH THE LARGEs: FlsCaw (EAR 1377 QUTLAYS (note a)

AGENCY
Account ‘ame
Accuunt lNumver

OLPARTMENT JF HEALTH, LDUCATION, AND WELFARE
Fedetal sJuppiementary “euilal Insarance
Trudt Ffund
09-60-8U04-0~7-551
Less Interfund Transaction
Adjusted dalance

DEPARTMENT UF DefbNsk
Militacy Personnel, Navy
07-05-1453-u=-1-051L

DEPARTMENT UF JRANSPORTATION
Federal-ald Hignways (Trust Fund)
21-25-8102~0-7-401

OEPARTMENT OF AGRICULTURE
Food Stamp Proycam
U5-84-3505-U-1-0J4

DEPARTMENT OF HnEALTH, ©DUCATIUN, AND WELFAAE
Supplemental Security Incouwe Proyram
09-60-0406-0=-1-604

DEPARTMENT OF LABUR
Advances to the Uneamployment Trust Fund
L2-05-0327-0-1-GU3

VETERANS ADMINISTRATION
Medical Clare
29-0U=0160-0-1-703

HAILROAD xETIREMoNT HUARD
Railroad retirement Account
32-20-801)-0~7-6u1

VETERAIS ADMINISTRATIUH
Readjustment senefits
29-00-2137~0-.-7Q2

DEPARTMINT OF UEFUNSZ
Research, Leveloprment, Test, and
Evaluation, Alr Force
07-20-36U0=-0-1-051

OEPARTMENT UF UEFENSE
Aircraft Procurement, Air Force
U7-15-301u-0-1~-051

ENVIRQONMENTAL PRUTECTION AGENCY
Constryction Crants
20-00-0103-0-1-30¢
DEPARTMENT OF AGRICULTUHRE
Price Support and Related Prugrams
{Comacdity Credit Corpacation Funa)
05-66-4336-0-3-351

DEPARTMENT OF LEFENSE
Research, Development, Test, and
Evaluation, Navy
U7-20~-1319-v~-1-usl

DEPARTMENT OF LABOR
Employment and Training Assistance
12-05-0174~0-1-504

NATIONAL AEKONAUTICS AND SPACE ADMINISTRATION
Research ana Development
27-00-0¢108-0-1-999

DEPARTHENT OF HEALTH, ELUCATION, AND WELFARE
Higher and Continuing Education
09-40~0293-0-1-5u?d u/

DEPARTMENT UF UEFENSE
Snipeuilding and Conversion, lavy
U7-1%-1611-0-1-051

DEPARTHMENT OF UEFENSE
Operations and Maintenance, Defense Agencies
07-10-0100-0-1-051

DEPARTMENT F QEFENSE
Ailrcrafr Procurement, Navy
07-15-1506-0-1-051

DEPARTHMENT UF AGRICULTURE
Child Nutriticn Programs
05-84-3339-0-1-604
DEPARTMENT uF dOUSING AND URBAN DEVELOPMENT
Suusidizea Housing Proyrame (Housing Payments)
25-02-0139-0-1-604

E/E:cludes Departnent of Energy accounts,

APPENDIX II

Fiscal year 1977 fiscal year 1978 .
Sudyet vear Lurrent year dudyget year Jurrent year
estimate estimate estimate estimate

Actual minus actual nAinuys actual Actual aminug actual m@inus actual

............ “meeaeeenaee {000,000 Onitted) seem s s e s nmcm e —— o
$6,342 S 23 S 93 7,350 s 4938 s 344
5,053 -6 0 6,383 -32 0
1,289 29 9. 367 530 341
6,020 a3 16 €,385 -214 ~lé
$.973 747 -133 $5,876 1,008 674
5,399 ~631 ~645 5,499 -787 156
5,297 613 12 5,355 -141 119
4,318 162 171 1,110 690 -510
4,291 -259 73 4,309 -243 95
3,800 -i22 ~-7) 3.983 =487 111
3,700 541 430 3.362 -4 =169
3,618 ~184 -39 3,626 503 3ol
l,SdS‘ 27 -71 3,949 508 606
3,530 240 900 3,187 1,973 348
3,501 ~2,809 -1,63%7 5,541 4,559 4,987
3,481 526 85 1,825 187 -25
3,291 -497 =79 4,764 -1,623 88
2,981 -243 -144 2,989 -65 -2
2,877 -827 211 2,8.0 445 62
2,841 731 142 3,048 TQR -48
2,800 -75 12 2,457 113 -8
2,857 346 314 2,602 178 73
2,63% ~344 207 2,527 =374 12
2.44] 27 -47 2,920 L64 S|

b/Adjusted for comparapility Decause account structure varied Detween

yeacs,
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APPENDIX II

APPENDIX II

ACCUPACY OF SSTIMATING ULTLAYDS
PIFTY ACCULNTS WlTH CARGEST FISCAL TEAR 1377 JUTLAYS {note 4)
Fiscal yeac 1977 Fiscal vear 1978 .
ACENCY Judget yedr CdrTent year Budget year Cucrent sear
Account laae estimate vstim estinate #3T1IMite
Account Number Aczual minus actull minus 4 L Actual minus_actual minus actual
OEPARTMENT OF HEALTH, EDUIATION, aND WELFARE - w00, 000 onitted)me~mmecmcm e e e m e -—
tlewentary and Secundary education
09-40=0279-0-1-5ul S 2,352 S EETS] 3 -iil $ 2,815 -382 $  =-241
OLPARTMENT JP LABUR
Tenporary Empioyment Assistance
- 12-05-0173-0-1-304 2,340 ~i.a75 i8 4,769 ~3.763 -3
U.S. POSTAL SERVIZE
Payment to the Postal Secvice Fund
32-10-10u1-0-1-372 . 2,207 ~4le ] 1,778 ~306 9
DEPARTMENT OF HOUSING AND URBAN DEVELOPME.T
Jommunity Developaent Srants
19-08-0162-0-1-45] 2,083 ~48% i7 2,464 648 ()
DEFARTMENT OF DEFENSE
Research, Development, Test, and
Evaluacian, Army
07-20-2040-0~1-051 2,069 li8 i 2,342 129 -38
DEPARTMENT OF DEFELSE
Military Personnel, Marine Corps
07-05-1105-0-1~05] 1371 -1 T4 2,008 -92 =33
DEPARTMENT JP HEALTH, EDUCATIOIN, AND wilFARE
Human Developrent Services
09-80~-1636-0-1-5Q0 1,809 -lod =23 2,078 -206 -3
QEPARTMENT UF DEFENSE
Qther Procureinent, Air Forse
07-13-3030=-0-1-ys1i 1,834 143 1?2 1,969 289 132
CEPARTMENT wF TRANSPORTA[LOY
Lrpan Mass Transportation fund
21-32-1119-0-1-491 1,709 -ied 121 2,938 97 =53
Totals (<) Shorefall $ 10,372 S 6,070 312,341 $ B.69S
{=) Longfall -i6,431 -3,601 -22,332 =1,852
Net snorzfall or lonmjfall § -6,059 $ 2,469 § -9.991 $ 6,843
Total variance S 26,801 S 9,671 S 34,673 510,347
ansuas emenen swaxas =mazax

‘Exciuoes Departaent Jf Enerjys acuounts,

-~
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